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Abstract

This report catalogs information on many of the strategic restructuring activities involv-
ing agricultural cooperatives over the past 10 years. Cooperatives are looking to
restructure their organizations in more advantageous ways. Unifications, joint ventures,
agreements, strategic alliances, expansions, contractions, or revamping of operations
have been taking place in various capacities.

This document lists 346 restructuring activities of agricultural cooperatives. The period
covered is from January 1989 through July of 1998. Activities are listed, naming the
cooperative(s) involved, the type of activity, and a brief description of what occurred
and where.
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Preface

Agricultural cooperatives have been making many kinds of restructuring changes over
the years that can be identified. They range from mergers and consolidations to expan-
sions and contractions. Agreements and joint ventures are commonplace. Agricultural
markets across the nation are being affected by what has occurred. More changes are
inevitable. If the past 10 years are any indication, the future cooperative environment
will be marked by many interesting changes. Studying the past can provide a glimpse
of what to expect in the future.

This report catalogs almost 10 years of cooperative restructuring activities. Most were
gleaned from reportings in USDA’s Rural Cooperatives magazine (formerly Farmer
Cooperatives) and recent news sources. Listings provide cooperative names, the type
of activity, and when and where it occurred.

This document is not a holistic effort in cataloging all restructuring activities of every
cooperative in the U.S. However, it contains considerable information about activities in
the past 10 years on a national basis.
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Highlights

Given a dynamic agricultural environment, domestically and globally, many coopera-
tives are reacting through restructuring. Expansions are at the forefront, followed by
unifications and joint ventures.

This report catalogs almost 10 years of such activity—from January 1989 through July
1998. The main source was USDA’s Rural Cooperatives magazine (formerly Farmer
Cooperatives). For more recent (much of 1998) activities, various news sources were
used.

Three hundred and forty-six cooperative restructuring activities are listed by date and
by type of activity. Each activity was defined by type: unification, joint venture, expan-
sion, contraction, agreement, and revamping. The listing shows:

e 126 expansions (36 percent);

e 71 joint ventures (21 percent);

¢ 67 unifications (19 percent);

e 32 contractions (9 percent);

e 30 revampings (9 percent);

e 20 agreements (6 percent);

o the peak year was 1994 with 55 activities;

o 1995 followed with 52 activities;

o 1997 was lowest with only 19 activities;

 as of July, there were 32 activities in 1998;

¢ in the last 12 months (July/August 1997 through July 1998) there were 44 activities;

o the high year for expansions was 1994, with 26;

e ventures peaked with 12 (1995 and 1996), and unifications reached 16 in 1995;

o the most revampings (8) occurred in 1989;

e the top year for agreements was 4 in 1997;

e six contractions took place in 1989; and

e nearly 100 activities involved cooperatives and IOFs. Almost 50 percent consisted of
cooperative expansions and about 25 percent were joint ventures.

Most of the cooperatives are large and well known. Farmland Industries was repre-
sented in more than 30 activities and Land O’Lakes in more than 20. Other large coop-
eratives with notable listings were:

e Harvest States Cooperatives

o Ag Processing, Inc.

o Dairy Farmers of America (formerly Mid-America Dairymen)
¢ GROWMARK, Inc.

¢ Universal Cooperatives

o Countrymark Cooperative, Inc.
o Tri Valley Growers

e Agway Inc.

¢ Gold Kist Inc.

e CENEX

e Ocean Spray Cranberries

o Dairylea Cooperative

o Agri-Mark, Inc.

e Riceland Foods

o Darigold Farms

o Southern States Cooperative

iii



Highlights

iv

Many interesting activities are listed, including relationships involving three or more
cooperatives and some involving distinct aspects of operations between cooperatives
(e.g., a merger of feed operations between Land O’Lakes and Harvest States). Some
activity resulted in major developments—a merger of four large dairy cooperatives to
form Dairy Farmers of America. There are cross-commodity/type activities such as the
unification of Michigan Livestock Exchange and Southern States. Some had activities
in foreign countries, a number being expansions and joint ventures. Farmland has an
ammonia plant venture in Trinidad and Tobago, for instance, and Riceland Foods has a
venture with some Japanese firms.

Restructuring activities are internal and external and quite often are combined. Some
cooperatives use external restructuring in unification, strategic alliances, or business
ventures, and then, in turn, undergo some form of internal restructuring (e.g., close
some plants or build others) to gain efficiencies or expand based on needs identified in
initial restructuring. Some cooperatives had a sequence of restructuring activities.
They restructured in steps or bunches. Examples are presented in the listing.

Cooperatives listed in these activities appear to be progressive about change and not
averse to entwining cooperative cultures. Conversely, some looked only to internal
restructuring and some had trouble following through with restructuring, even when it
was initiated. The answer to why some forged ahead into restructuring while others did
not is likely tied to cooperatives’ degree of financial strength, future outiook, and strate-
gic planning initiatives.



Cooperative Restructuring, 1989-1998

James J. Wadsworth
RBS Agricultural Economist

As key players in the agricultural sector, coopera-
tives are redefining markets on an accelerating basis.
Not a new phenomenon, cooperative restructuring
continues to alter the scope of traditional operations
across the United States. Particularly in the last couple
of years, cooperatives are making more nontraditional
restructurings (e.g., expansion, contraction, merger,
joint venture, agreement, etc.) than ever before.
Cooperatives representing different types of farmers
and farming operations in different capacities and
from vast regions are working together—developing,
assessing, and implementing various relationships and
changes.

Leaders, members, educators, and others interest-
ed in cooperatives often find it useful to study what
cooperatives are doing regarding various restructuring
efforts and actions. For cooperatives, what others are
doing can effect their markets and operations and
keeping apprised of that may breed ideas for improv-
ing their organizations through similar cooperative
efforts. For those interested in or studying coopera-
tives, keeping abreast of restructuring activities helps
in understanding ever-changing cooperative cultures
and the increasingly dynamic U.S. and global agricul-
tural marketplace.

This report provides information on agricultural
cooperative structural changes by cataloging much of
the restructuring activity in the U.S. over the past 10
years. Restructurings are identified by date, coopera-
tive name and region, and type of activity.

Catalog Description

Recent activities (most of 1998) were gleaned
from various news sources, but most were taken from
USDA'’s Rural Cooperatives magazine (formerly
Farmer Cooperatives). Activity reporting dates cover
January 1989 through July 1998.

Most activities described relate to the larger coop-
eratives in the U.S., but some smaller ones are also rep-
resented. Restructuring took place from coast to coast
and often across single States and multiple States.
Activities were single-entity and multi-cooperative,
and involved investor-owned-firms (IOFs) in some
cases.

Activities are reported by month and year. A key
letter indicates the type of activity. A short description
identifies the cooperatives and activity involved. The
month and year shown indicate when the activity was
reported. Activities sourced from Rural Cooperatives
magazine indicate the date of the magazine from
which the activity was gleaned for reference purposes.
The catalog begins with recent activities and works
backward to 1989.

A key letter in parenthesis next to each listing
identifies the type of activity within one of six key cat-
egories (figure 1). The bold capital letters in each circle
serve as a key to the activities listed. The correspond-
ing key letter and six activities are:

1. (U) unification—includes merger, consolidation,
and acquisition among cooperatives;

2. (C) contraction—selling assets, closing facilities,
ending products or services;

3. (V) joint venture—business venture with another
cooperative or business (a legal entity is established,
limited liability company, partnership, cooperative,
etc.); !

4. (A) agreement—working relationship, pact, or
strategic alliance;

1 Joint ventures can take various legal forms. They may be
incorporated as a cooperative, partnership, or established as a
limited liability company (LLC). This report is not concerned with
defining the legal form, but rather in the business relationship or
organizational strategy employed.



Figure 1—Restructuring Activities of Agricultural Cooperatives
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5. (E) expansion—purchasing of assets or business
units, building new facilities, expanding existing
facilities or operations, acquiring outside business-
es; and

6. (R) revamp—upgrading or modifying operations,
services, functions, or organizational structure.

The cataloging of restructuring activities by this
system was done as consistently as possible. In most
cases, an expansion activity included purchasing
assets of a private company, building new facilities or
operations, or expanding in some fashion. In some
cases, expansion of one cooperative was also a contrac-
tion activity of another cooperative. Similar cases
resulted from unification where one cooperative
acquired another. Some redundant activities also are
listed. A unification activity may indicate that two
cooperatives are beginning talks and later, another uni-
fication activity will indicate that the same two cooper-
atives agreed to unify. Clearly, some joint ventures
(“V”) and unifications (“U”) are also expansions (“E”)
although those cases are listed as joint ventures.
Activities are defined to give the reader a key code for
identifying types of activities. The page index at the
back of this report identifies activities by date, type,
and title line.

Scope of Activities

Over the period studied and the information
reviewed, 346 restructuring activities are reported
(table 1). Seventy-one are defined as V—ventures, 67
U—unifications, 126 E—expansions, 32 C—contrac-
tions, 20 A—agreements, and 30 R—revampings. Most
activity was in expansions (36 percent) followed by
ventures and unifications at 20 percent and 19 percent,
respectively.

Table 1 also provides the number and type of
activities reported by year. The high year was 1994 (55
activities), followed by 1995 (52) and 1989 (45). The
low year was 1997 (19 activities). For 1998, there were
32 activities as of July.

The biggest year for expansion activities was
1994 (26) followed by 1989 (17). The peak years for
joint ventures were 1995 and 1996 (12 each). For unifi-
cations, 1995 had 16. There were 8 revampings and 6
contractions in 1989. Overall, contractions and agree-
ments didn’t show much variation among the years.
These activities were limited.

The catalog contains nearly 100 listings involving
cooperatives and IOFs. Less than half the activities
involving cooperatives and IOFs consisted of coopera-
tive expansions (cooperatives buying some or all of the
assets of IOFs). A quarter of these activities involved

Table 1I—Restructuring activities by type and year

Year \' U E C A R Total
1998 8 7 9 5 3 0 32
1997 4 5 3 2 4 1 19
1996 12 4 13 4 2 1 36
1995 12 16 14 4 3 3 52
1994 7 12 26 5 2 3 55
1993 8 1 8 1 2 1 21
1992 7 10 13 2 1 3 36
1991 1 1 13 3 2 3 23
1990 4 6 10 0 0 7 27
1989 8 5 17 6 1 8 45
Totals 71 67 126 32 20 30 346

V=joint venture; U=unification; E=expansion; C=contraction; A=agreement; R=revamping (see figure 1).

1998 is year-to-date, as of July.



joint ventures and a fair number were agreements. In a
number of activities, IOFs acquired some or all of the
assets of cooperatives.

Cooperatives in the Listing

Most cooperatives listed are larger, well-known
organizations that have made significant restructuring
or strategic changes over the period covered. Farmland
Industries (MO) is represented by more than 30 list-
ings in this report while Land O’Lakes (MN) had more
than 20. Harvest States (MN), Ag Processing, Inc. (NE),
and Dairy Farmers of America (MO)—formerly Mid-
America Dairymen—had more than 15 activities.
Other major players were GROWMARK, Inc. (IL),
Universal Cooperatives (MN), Countrymark
Cooperative (IN), Tri Valley Growers (CA), Agway Inc.
(NY), Gold Kist Inc. (GA), CENEX, Inc. (MN), Ocean
Spray Cranberries (MA), Dairylea Cooperative (NY)
Agri-Mark, Inc. (MA), Riceland Foods (AR), Darigold
Farms (WA), and Southern States Cooperatives (VA).
Some of the artificial insemination cooperatives are
listed as well as CoBank, the cooperative financier.

Considerable restructuring activity (44 listings)
has taken place in the past 12-month period of
July/ August 1997 through July 1998. Some were inter-
esting developments. For example, Farmland, CENEX,
and Universal Cooperatives formed a limited liability
company to handle their tires, batteries, and automo-
tive accessories (September/October 1997 2). U.S.
Premium Beef purchased an ownership interest in
Farmland National Beef Packing Co.
(November/December 1997). Land O’Lakes and
Harvest States formed a feed venture
(January/February 1998) to merge feed operations in
six Midwest States. Thirteen Oklahoma cooperatives
including Farmland are investing in a new flourmill
(June 1998). Southern States of Richmond, VA, pur-
chased the farm supply assets of Gold Kist Inc. of
Atlanta, GA, that will expand Southern States market
area. Agrilink Foods (subsidiary of Pro-Fac) at
Rochester, NY, expanded by acquiring assets from two
companies in Pennsylvania and Indiana.

Some major developments also should be noted.
Land O’Lakes merged with Atlantic Dairy
Cooperative, solidifying a 17-year working relation-
ship (March/April 1997). The mega-cooperative, Dairy
Farmers of America, was formed (September/October
1997) from the unification of four dairy cooperatives—

2 Dates are reference points indicating when activity was reported.
Reader may refer to the catalog for more information on
corresponding activity.

Mid-American Dairymen, Associated Milk Producers,
Inc., Southern Region, Western Dairymen Cooperative,
and Milk Marketing, Inc. The unification of CENEX
and Harvest States Cooperatives was approved by
members (November/December 1997 and
March/April 1998). Land O’Lakes and Dairyman'’s
Cooperative Creamery merged (May 1998).
Countrymark and Land O’Lakes were discussing uni-
fication (June 1998) after they first announced talks
about a joint venture (May 1998). Farmland formed a
grain-based alliance with ConAgra in a dual-entity
working arrangement (May 1998).

While most joint restructuring activities among
cooperatives involve like-type operations, the listing
also shows a number of cross-commodity actions. For
example, a livestock and a farm supply cooperative
unified (i.e., Michigan Livestock Exchange and
Southern States—November/December 1997), a ser-
vice and dairy cooperative allied (i.e., Northeast Dairy
Herd Improvement Association and Dairylea
Cooperative—March/April 1997), and dairy and live-
stock cooperatives unified (i.e., Dairylea Cooperative
and Empire Livestock Cooperative—May 1995).

Four expansions resulted in contraction activities
of other cooperatives. The July 1998 purchase by
Southern States of the farm supply retail outlets of
Gold Kist was an expansion for Southern States, but a
contraction for Gold Kist. Also significant was the pur-
chase of the Washington State operations of U.S. Grape
by Welch'’s (subsidiary of National Grape) in February
1990.

A handful of listings involved U.S. cooperative
restructuring activities in foreign countries. There are a
few joint ventures with foreign companies, an expan-
sion effort involving asset purchase, a unification, and
an agreement. For instance, Dairy Farmers of America
has a cheese venture with a New Zealand Dairy Board
subsidiary (February 1998), Farmland has an ammonia
plant venture in Trinidad and Tobago (April 1996),
Land O’Lakes has a livestock feed venture in Taiwan
(March/April 1996), and Riceland Foods has a venture
with two Japanese firms (August 1993). GROWMARK
purchased the assets of the largest farm supply cooper-
ative in Ontario, Canada (February 1995), and Ag
Processing purchased the assets of a Canadian feed
firm (September 1994). An agreement between 21st
Century Genetics and Holland Genetics was reported
in June 1994.

A couple of restructurings involved the financial
institutions serving cooperatives. CoBank expanded
into Mexico by opening an office in Mexico City (May



